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Beneath the Glitter,
The Humble Phone
Still Hasthe Allure

November 24, 2003 1:20 p.m.

It wasn't that long ago that among the Silicon Valley
smart set, Alexander Graham Bell's pride and joy
was called "plain old-fashioned telephone service,"
or POTS.

The term was part affectionate, part dismissive. The
assumption behind it was that the traditional voice-
only telephone would soon wither and die, to be
replaced by an Internet-enabled convergence of
voice, video and what-have-you.

Thisweek's regulatory Big Bang, if it survives
litigation, ought to be another reminder of how, in
the end, there was nothing remotely plain or old-
fashioned about the telephone at al.

Starting Monday, you can transfer your telephone
number from your home phone to your cellphone, or
transfer it from one cellphone plan to another.
(Complete coverage.)

There are alot of what economists call "switching
costs' involved in giving up a phone number -- paid
mostly in aggravation. Thanks to this new number-
portability rule mandated by the FCC, however,
people will no longer have to pay those costs as they
try out new phones and new phone-service plans.

The telephoneg, it turns out, has alot of gravitational
pull to it; witness the way mobile phones continue to
suck in applications from the computer. Visit any
cellphone store and you'll see mobile phones with
text messaging, Web access, cameras, keyboards
video games, music players, and soon, television.

Indeed, getting "just a phone” is becoming more and
more difficult to do. Mobile phones these days are
home to more free-wheeling innovation than just
about any other field in technology. Throw in

- ADD TO PERSONALIZED HOME PAGE

(&l PRINT

p RECENT COLUMNS

November 29

» Are PCs Next Target in Values Battle?
November 22

¢ Q&As With PCs Have Long Way to Go
November 15

« Pundits Predict Tech's Future

MORE

(4| WIDST POFULAR

SEARCH PAST COLUMNS
Search for these words:

| |®

Display all columns

advertisement

IBM Express Middleware.
Powerful IBM software designed
(and priced) for the mid-market.

Gel Iree case sludies,
while papers and more. ™

[haiovare s verywnere | Gan o soe 7]

An Online Journal Giveaway:

WIN A Luxury CRUISE ON
QUEEN MARY 2

ENTER TODAY =



http://online.wsj.com/home
http://online.wsj.com/public/other_wsj_sites
http://online.wsj.com/home
http://online.wsj.com/home/news/1,,1_0001,00.html?mod=1%5F0001
http://online.wsj.com/redirect/0,,technology,00.html?mod=1%5F0013
http://online.wsj.com/redirect/0,,markets,00.html?mod=1%5F0021
http://online.wsj.com/personaljournal?mod=1%5F0028
http://online.wsj.com/redirect/0,,opinion,00.html?mod=1%5F0045
http://online.wsj.com/redirect/0,,leisure_weekend,00.html?mod=1%5F0051
http://online.wsj.com/page/0,,2_0133,00.html?page=2_0133
http://online.wsj.com/page/0,,2_0233,00.html?page=2_0233
http://online.wsj.com/pj/PortfolioDisplay.cgi
http://online.wsj.com/page/0,,columnists,00.html?page=columnists
http://online.wsj.com/page/0,,2_0102,00.html?page=2_0102
http://online.wsj.com/discussions?page=Discussions
http://online.wsj.com/page/0,,0_0810,00.html?page=0_0810
http://online.wsj.com/documents/mktindex.htm
http://online.wsj.com/public/page/0,,8_0000,00.html
http://online.wsj.com/public/site_map?page=Site+Map
http://online.wsj.com/public/corrections?page=Corrections
http://online.wsj.com/setup/setup_center_mainpage
http://online.wsj.com/user-cgi-bin/searchUser.pl?action=emailalert
http://online.wsj.com/acct/setup_account
http://online.wsj.com/public/page/0,,0_0813,00.html
http://online.wsj.com/page/0,,0_0809,00.html?page=0_0809
http://services.wsj.com/
http://online.wsj.com/contact_us?page=Contact+Us
http://online.wsj.com/wsjhelp/center
http://www.barrons.com/
javascript:addColumnConfirmation('Portals');
http://online.wsj.com/PA2VJBNA4R/article_print/0,,SB106962409930097200,00.html
http://online.wsj.com/PA2VJBNA4R/article_print/0,,SB106962409930097200,00.html
http://online.wsj.com/search/aggregate?article-doc-type={Portals}%20&KEYWORDS=%2A&FIELD=field=vdkvgwkey%2Bmain%2Dhed%2Barticle%2Ddoc%2Ddate%2Barticle%2Ddoc%2Dpublication%2Barticle%2Ddoc%2Did%2Barticle%2Ddoc%2Dtype%2Bs%2Dmain%2Dhed&SORT_STRING=sort%2Dstring%3Darticle%2Ddoc%2Ddate%2Bdesc%2Bmain%2Dhed%2Basc&SEARCH_SECTION=article-body&COLLECTION_AGG=collection=wsjie/archive&HEADER_TEXT=Portals
http://online.wsj.com/search/aggregate?article-doc-type={Portals}%20&KEYWORDS=%2A&FIELD=field=vdkvgwkey%2Bmain%2Dhed%2Barticle%2Ddoc%2Ddate%2Barticle%2Ddoc%2Dpublication%2Barticle%2Ddoc%2Did%2Barticle%2Ddoc%2Dtype%2Bs%2Dmain%2Dhed&SORT_STRING=sort%2Dstring%3Darticle%2Ddoc%2Ddate%2Bdesc%2Bmain%2Dhed%2Basc&SEARCH_SECTION=article-body&COLLECTION_AGG=collection=wsjie/archive&HEADER_TEXT=Portals
http://online.wsj.com/article/0,,SB110168430408285177,00.html?mod=Portals
http://online.wsj.com/article/0,,SB110108022648680360,00.html?mod=Portals
http://online.wsj.com/article/0,,SB110047671839073708,00.html?mod=Portals
http://online.wsj.com/search/aggregate?article-doc-type={Portals}%20&KEYWORDS=%2A&FIELD=field=vdkvgwkey%2Bmain%2Dhed%2Barticle%2Ddoc%2Ddate%2Barticle%2Ddoc%2Dpublication%2Barticle%2Ddoc%2Did%2Barticle%2Ddoc%2Dtype%2Bs%2Dmain%2Dhed&SORT_STRING=sort%2Dstring%3Darticle%2Ddoc%2Ddate%2Bdesc%2Bmain%2Dhed%2Basc&SEARCH_SECTION=article-body&COLLECTION_AGG=collection=wsjie/archive&HEADER_TEXT=Portals
http://online.wsj.com/search/aggregate?article-doc-type={Portals}%20&KEYWORDS=%2A&FIELD=field=vdkvgwkey%2Bmain%2Dhed%2Barticle%2Ddoc%2Ddate%2Barticle%2Ddoc%2Dpublication%2Barticle%2Ddoc%2Did%2Barticle%2Ddoc%2Dtype%2Bs%2Dmain%2Dhed&SORT_STRING=sort%2Dstring%3Darticle%2Ddoc%2Ddate%2Bdesc%2Bmain%2Dhed%2Basc&SEARCH_SECTION=article-body&COLLECTION_AGG=collection=wsjie/archive&HEADER_TEXT=PORTALS
http://ad.doubleclick.net/jump/interactive.wsj.com/portals;famil=technology;msrc=null;s0=;s1=;s2=;s3=;s4=;s5=;u=MonNov29080503EST200401386176305;meta=DTE;sz=300x250;ptile=2;ord=23445234452344523445
http://online.wsj.com/fallcontest?fallcontest_article
http://online.wsj.com/page/1,,2_1048,00.html
http://online.wsj.com/advanced_search

WSJ.com - Portals

What

makes a
president
great?

Ameria’s most
respected
commentators,
and leaders
rate the best
and worst
of our nation®s
chief executives.

Presidential
Leadership

/6223

Itk the Hest andihe
Word 3n thet White Howee

||||||||||||||||||||||

From The
Wall Street Journal’s
editorial page
and the

insights into what
really goes on
behind closed
White House doors.

{CLICK HERE)

Advertiser Links
FEATURED ARCHIVE

Vertex Inc. Presents:
"The Tax Center"

Featuring WSJ tax
coverage, and research
and content from Vertex.

Click Here ...

Philips presents an
archive of articles on
Simple Innovations

BT presents an archive
of stories on Managing
Connectivity

Investor Resource
Center

Iron Mountain Presents:

ABOUT LEE GOMES

Lee Gomes, who writes the Portals column on Monday and
the Portals Exchange on Friday, has been covering various
topics, technical and otherwise, for The Wall Street Journal
since 1996. He is a graduate of the University of Hawaii and
the Columbia University Graduate School of Journalism, and
lives in San Francisco. He can be reached at lee.
gomes@wsj.com. His Boomtown and Boomtown Exchange
columns are available here.

number portability, and there will be even more.
Much of this constant redesigning isaimed at the
under-25 crowd, which buys most of the world's
mobile phones, though these buyers may soon
outgrow many of the features.

More than 500 million mobile telephones will be
sold this year. One is tempted to say that U.S.
technology companiesinvested in the wrong
telecom boom when, in the late 1990s, they poured
billionsinto fiber-optic connectionsin the ground.
Companies were betting that everything would be
converging on the Internet vialand-based fiber
backbones. A lot is now happening in the sky.

p E-MAIL SIGN-UP

Don't miss a thing. Sign up to receive our technology e-
mails. Click the boxes below to subscribe.

O Technology Update
Thisisaworld that Silicon Valley watches largely
from the sidelines. The economic rules of the maobile-
phone world don't play to the U.S. computer
industry's strong suit: getting a Microsoft-style or
Intel-style lock on adesign, then profiting from it
until kingdom come.
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RELATED INDUSTRIES
The closest anyone hasto adesign monopoly inthe . tqjecommunications
new world of telecom is Qualcomm, the pioneer of
the transmission system known as CDMA.
Qualcomm gets roughly a 5% royalty on each CDMA phone that is sold -- although that is a pittance by Bill

Gates standards.

The average mobile handset these days costs the carriers who buy it about $160, estimates i Suppli, a market-
research outfit. That sum is divided up among along list of chip, screen and software vendors, all of whom,
like Qualcomm, Texas Instruments and others, make respectable, but not stratospheric, profits.

Intel and Microsoft have had only middling success breaking into this market, in part because thereisn't alot
of appetite to let them repeat with mobile phones the domination they managed to pull off with PCs.

But while mobile-phone stores may be crowded, not everyone is making money. Mabile carriers, for one,
are often strangers to profitability, which iswhy they are forever conspiring with Nokia, Motorola, Samsung
and other handset makers to concoct ways of getting you to eat up airtime. And the overall market hasits
peaks and valleys: down in 2001, up this year, maybe plateauing in another few years.

For an industry wondering how to innovate next, here is some free advice. | am up to three telephone
numbers now: the home number | have had for decades, the cell number | have had for months and the
Vonage number | have had for days.

Vonage is an Internet telephone service. For $35 a month, the company sends you an adapter that isthe size
of a paperback book. Y ou plug that adapter into your cable modem or DSL connection, and then plug any
ol d-fashioned telephone into that. Right away, your phoneis alive with adial tone and its own number. You
can call anywhere in North Americafor free, and much of Europe and Asiafor five cents a minute.

My telecom dream machine would allow me to pare those three numbers back down to one, a single number,
preferably my original one, that would work across all three technologies (or two, if I dump my home phone
in favor of Vonage or some other "voice over IP" offering.)

But because a home phone doesn't have to be designed to fit into a coat pocket, it is usually much more
comfortable to hold and use. Some companies are beginning to introduce cradles that let you use your

http://online.wsj.com/PA2V JBNA4R/article/0,,SB 106962409930097200-search,00.html (2 of 4)11/29/2004 8:18:12 AM


http://ad.doubleclick.net/jump/interactive.wsj.com/portals;famil=technology;msrc=null;s0=;s1=;s2=;s3=;s4=;s5=;u=MonNov29080503EST200401386176305;meta=DTE;sz=120x600;ptile=1;ord=23445234452344523445
http://online.wsj.com/ad/vertex/
javascript:%20window.open('http://online.wsj.com/ad/vertex/','LM','toolbar=yes,scrollbars=yes,location=no,resize=yes,width=760,height=525,left=20,top=15');void('');
http://ad.doubleclick.net/clk;11032335;6853491;b?http://wsj.com/ad/philips
http://ad.doubleclick.net/clk;11032335;6853491;b?http://wsj.com/ad/philips
http://ad.doubleclick.net/clk;11032335;6853491;b?http://wsj.com/ad/philips
http://ad.doubleclick.net/clk;10758981;6853491;w?http://wsj.com/ad/bt
http://ad.doubleclick.net/clk;10758981;6853491;w?http://wsj.com/ad/bt
http://ad.doubleclick.net/clk;10758981;6853491;w?http://wsj.com/ad/bt
http://ad.doubleclick.net/clk;9059869;6853491;h?http://online.wsj.com/ad/InvestorCenter.html?mod=irc_ads
http://ad.doubleclick.net/clk;9059869;6853491;h?http://online.wsj.com/ad/InvestorCenter.html?mod=irc_ads
http://wsj.com/ad/ironmountain
mailto:lee.gomes@wsj.com
mailto:lee.gomes@wsj.com
http://online.wsj.com/search/aggregate?article-doc-type={Boom+Town}%20{Boom+Town+Guest}%20&KEYWORDS=%2A&FIELD=field=vdkvgwkey%2Bmain%2Dhed%2Barticle%2Ddoc%2Ddate%2Barticle%2Ddoc%2Dpublication%2Barticle%2Ddoc%2Did%2Barticle%2Ddoc%2Dtype%2Bs%2Dmain%2Dhed&SORT_STRING=sort%2Dstring%3Darticle%2Ddoc%2Ddate%2Bdesc%2Bmain%2Dhed%2Basc&SEARCH_SECTION=article-body&COLLECTION_AGG=collection=wsjie/archive&HEADER_TEXT=BOOMTOWN
http://online.wsj.com/user-cgi-bin/searchUser.pl?action=emailalert
http://online.wsj.com/user-cgi-bin/searchUser.pl?action=emailalert
http://online.wsj.com/user-cgi-bin/searchUser.pl?action=emailalert
http://online.wsj.com/industry/0,,DTE,00.html

WSJ.com - Portals

"Information Lifecycle
Management Center" An
archive of WSJ articles.

Cigna Presents: "The
Benefits of Caring" An
archive of WSJ health-
care articles.

Small Business Center A
WSJ report on
entrepreneurship, and
news and tips from
FedEx.

traditional home phone to send and receive your mobile calls during the times you happen to be at home.

It isn't exactly a dazzling feat of miniaturization, but it's the sort of problem-solving engineering that I, and
probably many others, would plunk down cold hard cash to own.

« Send your comments to |ee.gomes@wsj.com, and check back on Friday for some selected letters at WSJ.
com/Portals.
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